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Abstract

Research background: Donors provide development aid from various
reasons: while some of them might give aid based on the recipient’s needs,
some countries pursue their own agendas with their development
programmes. Visegrad Group countries are mostly considered as egoistic
donors that try to support security in the East European region and promote
their trade.

Purpose of the article: This article draws back on the existing literature that
focused on the motives behind the Czech development aid and examines
influence of both egoistic and altruistic variables to determine which of these
variables are important for the selection of countries to the aid portfolio and
the allocation of aid funds. The researched variables are: number of asylum
seekers, debt to the Czech Republic, Czech exports, unemployment in the
developing countries, political and civil rights, and enrolment to the
secondary education.

Methods: Probit-tobit analysis and a generalized linear model are employed
in this paper.

Findings & Value added: The results suggest that egoistic economic
motives (debt and Czech exports) are important factors for both country
selection and aid allocation, while the number of asylum seekers affects only
the aid allocation. As per the altruistic reasons, the country selection depends
on the unemployment rates, political and civil rights and the enrolment to
secondary education. The aid allocation depends also on the unemployment
rates, political and civil rights, and the ratio of girls enrolled to the secondary
education.
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1 Introduction

Development aid has been historically provided from various motives. Ideally, the motives
should be altruistic, that is, for example to improve the conditions in the developing countries,
reduce poverty or increase human development. However, in reality, donors provide aid with
their own egoistic motives, such as to strengthen economic and political ties in the developing
world, promote their security and power interests or to improve their export capacities (Szent-
Ivéanyi, 2012; Nowak-Lehmann et al., 2009; Otor, 2014).

The Czech Republic is an emerging donor whose motives might differ from the traditional
donor countries. As mentioned by Szent-Ivanyi (2012), the Visegrad Group countries
(including the Czech Republic) never had any colonies, nor any interests in the Third World,
nor any independent development strategies. Their societies are also not actively interested
in the development topic and the governments, unlike traditional donors, must therefore duly
justify any funds dedicated for aid.

There are many motives behind the development programmes and literature divides them
generally into various groups. Firstly, there are official and unofficial motives (Oprsal and
Krylova, 2010). Official motives are declared in donor’s strategies and policies; however,
they might be not as influential as the unofficial motives hidden between the lines. Secondly,
there are egoistic and altruistic motives (Szent-Ivanyi, 2012; Oprsal and Harmacek, 2019).
Egoistic motives represent donor’s interests in the Third World, such as political influence
or trade, while the altruistic motives include needs of the developing countries, such as
hunger, literacy, infant mortality etc.

Based on these motives, donor countries can be divided to egoistic and altruistic donors
as well. The United States, Japan, Italy or China are typically considered as egoistic donors,
whereas the Scandinavian countries, Switzerland, and the Netherlands are found to be
altruistic donors (Szent-Ivanyi, 2012; Liu and Tang, 2017; Berthélemy, 2006). As for the
Visegrad countries, these are mostly regarded as egoistic donors by the literature (Kugiel,
2012; Szent-Ivanyi, 2012) as they use their development programmes to support safety and
stability (Kugiel, 2012), and/or promote their economic interests (Oprsal and Krylova, 2010).

The egoistic reasons behind the Visegrad programmes may be also observed in the
portfolio of supported countries: the main focus is on close East European countries where
the V4 states hold their own interests (Jankowski, 2018; Oprsal et al., 2020) because any
instability in this region would result in increased migration to the Visegrad countries, decline
of trade and investment, and increase of organised crime (Szent-Ivanyi, 2012). The least
developed countries are, on the other hand, supported only to fulfil commitments to the
international community and the development flows to these countries are inadequate to meet
the set international goals (Kovarova, 2021). However, as mentioned by Chiel (2018), after
the migration and economic crisis this region has been gaining more attention from the
Visegrad Group as well.

This paper focuses on the reasons behind the Czech aid and tries to confirm whether
Czech aid is driven by egoistic motives, such as safety and economy, or altruistic motives
arising from the recipient’s” needs. This paper is structured as follows: first, the following
chapter describes employed methods and collected data. The second chapter presents the
results of the analysis in Tables and summarises the main findings in text as well. The final
chapter then discusses the results.

2 Methodology

As mentioned, the aim this paper is to evaluate what factors play an important role for the
Czech decision makers in the selection of countries to the aid portfolio and also in the
allocation of aid resources. To answer these questions a hybrid two-step probit-tobit model
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is employed in line with the existing literature (Dreher et al., 2012, Dreher et al., 2015,
Harrigan a Wang, 2011, Harmacek et al., 2017, Oprsal et al., 2017) and a generalised linear
model is added to confirm the findings as well. First, data are analysed with the probit method
in order to confirm the territorial selection of countries and in the second step, tobit method
and the generalised linear model are employed to evaluate the allocation of aid funds. In both
steps, a hybrid model is used in which altruistic and egoistic factors are analysed together.

Panel data have been collected for 132 countries that received any aid from the Czech
Republic in the researched period for 21 years (from 1998 till 2018). The dependent variable
for probit analysis is a binomial variable showing whether a country was a recipient of Czech
aid (value 1) or not (value 0). The dependent variable for tobit analysis and the generalised
linear model is the amount of aid provided to a country each year. This variable is marked as
CZODA in the analysis, the data were retrieved from the OECD database and are measured
in the USD current prices.

The independent variables were selected to reflect the officially declared aid goals of the
Czech Republic as described in the Strategy of Foreign Development Aid for 2018 — 2030
(Ministry of Foreign Affairs, 2017). The variables are described in detail below with the
respective goal indicated in brackets:

- The first variable reflecting the interests of the Czech Republic is the number of
asylum seekers from the Third World countries in the Czech Republic (Czech goal:
security and reduction of migration). This variable is marked as ASYL later in the
analysis, the data were taken from the Czech Statistical Office and is measured as a
number of people. Literature (Szent-Ivanyi, 2012, Horky, 2009) suggest that the
prevention of illegal migration is an important motive behind the development
programmes of all Visegrad countries, including the Czech Republic. It is expected
that countries with a higher number of asylum seekers will have a higher probability
of selection and also higher aid funds allocated by the Czech Republic.

- The second variable reflecting egoistic Czech interests is the debt of the Third World
countries to the Czech Republic (Czech goal: tightening of economic ties). This
variable is marked as DEBT later in the analysis, the information was obtained from
the Ministry of Finance of the Czech Republic and it is measured in Czech Crowns.
Few caveats need to be mentioned about the data. Firstly, the data were available
only from 2005 onwards as the Ministry was responsible for this agenda only after
this year. Secondly, some of the information is still considered confidential as some
debt originated from purchase of military equipment and thirdly, the debt of former
Yugoslavia (almost 600m CZK in 2018) was still not officially accepted by the
succession states. It is expected that this variable will have a positive impact on both
selection and allocation as the Czech Republic can improve mutual relations with
the debtor developing countries through aid, accelerate their economic growth and
in the end also improve the chances of debt repayment.

- The last egoistic independent variable is the volume of Czech exports to the
developing countries (Czech goal: tightening of economic ties). This variable is
marked as CZEXP later in the analysis, the data were taken from the Comtrade
database and are measured in USD current prices. The Czech Republic can help its
exporters and promote their products through the development aid and it is expected
based on the existing literature (Harmacek et al., 2017) that its influence on selection
and aid allocation will be positive.

- The first altruistic independent variables connected to the needs of developing
countries are the political and civil rights (Czech goal: Democratic Administration).
These variables are marked as PR (political rights) and CR (civil rights), the data
come from Freedom House statistics and are measured on a seven-point scale where
one is the best score. Based on the existing literature (Harmacek et al., 2017), it is
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expected that the impact of this variable on both selection and aid allocation will be
negative.

- The second altruistic independent variable is the unemployment rate in the Third
World countries (Czech goal: economic transformation and growth). This variable
is marked as UNEMP later in the analysis, the data were retrieved from the World
Bank database and are measured as a percentage of unemployed workforce from the
total workforce. It is expected that this variable will have a positive impact on both
selection and aid allocation.

-  The third altruistic variable is the share of students enrolled to the secondary
education (Czech goal: inclusive and social development). This variable is marked
as SENRL later in the analysis, the data come from the World Bank database and
are measured as a percentage of students enrolled to the secondary education from
the total potential student population. It is expected that this variable will have a
negative impact on the selection and aid allocation meaning, the lower the share, the
higher the probability of selection and the higher the aid resources allocated

- The last altruistic independent variable in this analysis is the share of girls enrolled
in the secondary education (Czech goal: inclusive and social development). This
variable is marked as FSENRL later in the analysis, the data come from the World
Bank database and are measured as a percentage of girls enrolled to the secondary
education from the total potential girl student population. Similarly, as above, this
variable is also expected to have a negative impact on both country selection and
aid allocation.

3 Analysis

First, all variables were tested for correlation and it was estimated that some of them are
strongly correlated. Therefore, few models are tested in the analysis, always including non-
correlated variables. Model (1) includes variables DEBT, CZEXP, UNEMP and FSENRL.
Model (2) includes only variables ASYL and SENRL as ASYL was strongly correlated with
all other variables. Model (3) includes variables PR and UNEMP as PR was again strongly
correlated with other variables and model (4) includes CR and UNEMP for the same reason.

Table 1 below summarises results of the probit analysis (selection of countries to the aid
portfolio) and presents p-values for each variable and the estimation in brackets below. All
results and their interpretations are valid only ceteris paribus.

Table 1. Selection of countries — probit analysis.

variable ) ) 3) @
Intercept 2.48e-05** 0.114 0.000115%** 323e-11 ***
(2.342e-01) (0.0573319) (-0.238812) (-0.513096)
ASYL ] (0.000.3?2‘26) - -
DEBT | (ieos) : - :
CoEXP (2'19(1)(2);;-70*9*)* ) - .
e | G || oo | b,
r - R
= : : : ©15921)
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4.76e-08 ***
SENRL ) (0.0034272) i i
0.995199

FENRL (-4.728¢-06) - - -

Source: created by the author (2021)

Note: Regression coefficients are: ***significant at 1% level of significance; **significant at 5% level
of significance; *significant at 10% level of significance.

The results suggest that the selection of developing countries to the Czech aid portfolio
is positively influenced by egoistic economic variables DEBT (at 5% level of significance)
and CZEXP (at 1% level of significance). The selection of countries is also positively
influence by some altruistic variables, namely UNEMP (at 5% level of significance), PR (at
1% level of significance), CR (at 1% level of significance) and SENRL (at 1% level of
significance).

On the contrary, the egoistic variable ASYL was not proved statistically significant for
the country selection. As for altruistic reasons, variable SENRL was not tested as statistically
significant either.

Table 2 below summarises results of the generalised linear model analysis (allocation of
aid funds) and presents p-values for each variable and the estimation in brackets below. All
results and their interpretations are valid only ceteris paribus.

Table 2. Allocation of aid funds — generalised linear model.

variable () ?2) 3) )
Intercept 7.49e-05%** 1.44¢-12 *** 0.147857 2.80e-05 ***
(2.660¢-01) (0.3206442) (:0.109391) (-0.38899)

ASYL - (0%00001691 ZZ) - -
DEBT (1.01'(1)32510*7) - - -
CZEXP | Gimoen : : :
UNEVP | i : ootses | o1

" - - 0076860 -

CR : : : 04139
SENRL : (0000922 : :
FENRL | ooy, : : :

Source: created by the author (2021)

Note: Regression coefficients are: ***significant at 1% level of significance; **significant at 5% level
of significance; *significant at 10% level of significance.

As the results indicate, the allocation of aid funds is positively influenced by all egoistic
variables: ASYL (at 5% level of significance), DEBT (at 10% level of significance) and
CZEXP (at 1% level of significance). As per the altruistic variables, the results suggest that
almost all of them influence the aid fund allocation: UNEMP (at 1% level of significance),
PR and CR (at 1% level of significance), and FENRL (at 10% of significance). According to
the generalised linear model, the only variable that does not affect the aid allocation is
SENRL.



SHS Web of Conferences 129, 10002 (2021)

Globalization and its Socio-Economic Consequences 2021

https://doi.org/10.1051/shsconf/202112910002

Table 3 below summarises results of the tobit analysis (allocation of aid funds) and
presents p-values for each variable and the estimation in brackets below. All results and their

interpretations are valid only ceteris paribus.

Table 3. Allocation of aid funds — tobit analysis.

variable a (2) A3) “4)
I tereent 2.99¢-06%** <2c-16 *** <2c-16 *** <2c-16 ***
P (-4.336¢-01) (-0.6186509) (-1.439935) (-2.079679)
0.00270 **
ASYL - (0.0008827) - -
0.000549%%%
DEBT (2.430e-07) - - -
5.330-00%**
CZEXP (1.383¢-09) - - -
1.520-08%** 7 116-06%" 534007 ***
UNEMP (4.414¢-02) - (0.031952) (0.035485)
2.22c-14%%%
PR - - (0.174278) -
<2c-16 ***
CR - - - (0.319386)
0.00193 **
SENRL - (0.0036360) - -
0.049179*
FENRL (-2.452e-03) ) ] ]
. 1 < 2e-16%** <2c-16 *** <2165 <2c-16 ***
og (scale) (6.898¢-01) (0.7710107) (0.755426) (0.745371)

Source: created by the author (2021)

Note: Regression coefficients are: ***significant at 1% level of significance; **significant at 5% level
of significance; *significant at 10% level of significance.

The results of the tobit analysis mostly confirm the findings of the generalised linear
model. All researched egoistic variables affect the aid allocation, ASYL (at 5% level of
significance), DEBT (at 1% level of significance) and CZEXP (at 1% level of significance).
Also, all altruistic variables influence the aid allocation: UNEMP (at 1% level of
significance), PR and CR (at 1% level of significance), SENRL (at 5% level of significance),
and FENRL (at 10% level of significance).

4 Discussion

The findings presented in the previous chapter suggest that both the selection of developing
countries to the Czech development aid portfolio and the allocation of aid funds are driven
by egoistic economic motives. This confirms the findings of the existing literature (OprSal
and Krylova, 2010; Harméacek et al., 2017) that decision makers take into account the interest
of the Czech economy and the exporters while setting up the framework of Czech
development aid. Surprisingly, the motive of safety and prevention of migration did not prove
statistically significant for the country selection suggesting that Czech economic interests
play much bigger role that safety.

All egoistic motives were, however, statistically significant for the fund allocation
meaning that if a country was already selected as a receiver of Czech aid, the volume of aid
it received was influenced by Czech economic and safety interests.
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The decisions on country selection and aid allocation are also influenced by altruistic
reasons. The country selection depends on the unemployment rates, political and civil rights
and the enrolment to secondary education. The aid allocation depends also on the
unemployment rates, political and civil right, and also on the ratio of girls enrolled in the
secondary education, while the significance of enrolment of all students to secondary
education stays unclear and depends on the model selected.

Based on the results it may seem that both egoistic and altruistic motives are considered
during the decision-making process, however, it must be noted that the altruistic motives
might be often interconnected with the egoistic ones: a high unemployment in a Third World
country or difficult political situation there might result in increased migration and decreased
trade. By fighting these inner issues in the developing countries, the Czech Republic might
thus pursue its own goals to support security and trade in the region as well.

5 Conclusion

This paper focused on the selection of the partners of the Czech development aid from the
developing countries and the aid allocation to them. First, donor’s motives were discussed,
which can be divided into two main categories: (1) official and unofficial, and (2) altruistic
and egoistic. The Czech Republic is an emerging donor and its motives are generally seen as
egoistic.

With the use of a hybrid two-step probit-tobit model, an analysis was conducted to answer
the following two research questions: What factors influence the selection of developing
countries in case of the Czech Republic? And what factors influence the aid volumes
provided to these countries from the official Czech development aid funds? Based on the
collected panel data consisting of 132 countries that received any aid from the Czech
Republic and a 21-year-long period (from 1998 till 2018), it has been concluded that the
selection of developing countries is positively influenced the debt of the country to the Czech
Republic, Czech exports, unemployment rate in the developing countries, political and civil
rights and last but not least by the enrolment levels to the secondary education. The allocation
of aid funds is then influenced by the number of asylum seekers from the given country in
the Czech Republic, the debt of the country to the Czech Republic, Czech exports,
unemployment rate in the developing countries, political and civil rights and finally by the
enrolment levels of girls and in general to the secondary education.

The analysis has shown that although the Czech Republic is generally considered as an
egoistic donor, its decision makers do take into account also some altruistic reasons while
setting the up the aid development partnerships and while distributing the aid funds.
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